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All values in thousands US $ Exchange rate as of 
unless otherwise stated October 25, 1972 
US $1.00 = 250 CFA 


KEY ECONOMIC INDICATORS: DAHOMEY 1971 


GNP 1971 $260,000,000 
Estimated per capita income $90 
GNP at constant year prices (1959) $152,000,000 


Percent change 


1969 1970 1971 1970-1971 
Monthly average money 27,952 32,272 41,640 29 
supply 
Interest rate, prime S<5 7 6.5 - 1.5 
commercial bank | 
Average commercial 9.0 9.0 9.0 -- 
bank interest rate 
Deficit on current trade 
account 26,151 31,265 34,300 8.0 
Export of major 
commodities 
Palm kernel oil 5,457 5,590 8,044 43.0 
Cotton 2,935 5,647 10,472 85.0 
Coffee 1,730 1,444 1,564 8.0 
Palm oil 1,569 3,369 4,464 32.0 
Cocoa -- 6,796 11,230 134.0 
Total Exports 25,227 32,953 42,000 27.0 
To USA 2,431 1,616 1, S22 - 6.0 
Total Imports 51,378 64,218 76,300 20.0 
USA 2,917 3,447 47922 42.0 
France 19,925 27,109 32,500 19.0 
West -Germany 2,546 3,356 5,400 60.0 | 
. ; 
Main Imports from USA 
Leaf tobacco 376 951 1,458 61.0 | 
Used clothing 233 631 2,059 226.0 
Delivery trucks & | 
tractors 101 7 200 275.0 
Textile machinery 101 73 199 205.0 
Air conditioners 64 70 ian a 
Rice 70 150 116.0 
Main Exports to 
U.S. | 
Palm Kernel Oil 2,047 1,569 1,423 - 9.0% 


precast semepenemni 


Sources: Banque Centrale des Etats de l'Afrique de l'Ouest, 
Bureau de Statistiques, Statistiques du Commerce 


Exterior 





SUMMARY 


Dahomey's economy continued to grow in 1971, The GRD's fiscal 
performance improved markedly with its second budget surplus 
in a row after many years of deficits. The country's balance 
of trade also improved. Exports increased 14 percent between 
1970 and 1971. Imports, though higher than in 1970, increased 
at a slower pace than exports. A further sign of improvement 
was a six percent growth in GNP and in per capita income 
between 1970 and 1971. Dahomey owed this steady progress 

over the past three years to expansion and diversification of 
export crops, favorable world prices for its products, the 
unofficial border trade with Nigeria, improved management 

of its semi-autonomous development companies and, most 


importantly, the political stability the country enjoyed 
during 1970 and 1971. 


Despite the economic progress achieved to date, there are 
serious problems which may impede Dahomey's continued economic 
growth; e.g. poor development planning and execution, lack of 


known resources, and the high rate of inflation. Although the 


GRD had budget surpluses for 1970 and 1971, a large budget 


deficit is expected in 1972. In addition, Dahomey is still 
dependent on foreign aid for development and investment. In 
an attempt to correct these weaknesses before his ouster, 


President AHOMADEGBE was preparing to implement a program 


aimed at reforming existing financial and developmental 
institutions, to balance the regular budget, generate domestic 
savings and encourage private investment. It is believed that 


many of the economic reforms envisioned by the Ahomadegbe 
government will be accomplished by the new military regime. 


There are indications that opportunities to sell U.S. products 
in Dahomey are on the increase; Dahomey wants to expand her 


sources of imports and U.S. products have a local reputation 
for reliability and durability which somewhat overcomes their 
higher prices. However, the access to Dahomey's markets for 
U.S. firms, who do not have common market subsidiaries, will 


continue to be limited as long as Dahomey remains as economically 
tied to France as is now the case. 











CURRENT ECONOMIC SITUATION AND TRENDS 


Dahomey's economic situation improved considerably in 1971. The 
ross national product (GNP) rose from $220 million in 1971 to 

260 million in 1972, an increase of six percent. Per capita 
income rose from $81 to $90, representing an impressive ten percent 
increase between 1970 and 1971. The governments fiscal performance 
also improved. Its budgets for 1970 and 1971 registered surpluses 
of one million dollars and $2.2 million, respectively. 


Dahomey's improved economic performance is directly attributable 
to the expansion of agricultural production, particularly in 
export crops, and to a growth in related processing industries. 
Government emphasis on investment in cash crops such as palm 
products and cotton has been strengthened by French and other EEC 
foreign assistance. Over 60 percent of France's assistance to 
Dahomey in 1971 was in the agricultural sector with the bulk 
invested in Dahomey's cotton industry, The European Community's 
assistance on the other hand continued in 1971 to center on 
Dahomey's palm products industry. Exports of palm products (palm 
kernel oil, palm oil, palmcakes and palm kernels) rose from an 
aggregate value of $11.1 million in 1969 to $1.3 million in 1971 
--an increase of more than 29 percent. Palm products continues 
to be Dahomey's most important industry. Palm kernel oil, 
Dahomey's third most important export, increased by almost 20 
percent between 1969 and 1971 and accounted for $7.2 million in 
1971. Exports of palm kernels themselves also increased in 

value in 1971, as compared to previous years. In 1970, 15,600 
metric tons of palm oil were exported against 18,00 metric tons 
in 1971. 


Dahomey's second most important export crop in both 1970 and 
1971 was cocoa. In 1971, Dahomey exported 19,300 metric tons of 
cocoa valued at $10.1 million. Much of it was smuggled from 
Nigeria and was more than triple the amount exported by Dahomey 
in 1969. With the normalization of relations between Nigeria . 
and Dahomey and the decline in world prices for cocoa, Dahomey's 
cocoa exports in 1972 are expected to be greatly reduced. 


Cotton, fast becoming Dahomey's most important export, increased 
by 100 percent in volume from 1969 to 1971. In 1971, Dahomey 
exported more than 33,000 metric tons of unginned cotton which 
accounted for $10.) million or more than double its 1969 value 
($4.2 million). In other areas, coffee exports, which had 
increased in value by 22 percent in 1970 over the previous year, 
fell by almost 12 percent in 1971 accounting for only $1.5 
million. However, it is expected that the value of coffee 
exports for 1972 will again mount. 








The most important reason for this improvement is the rise 
in Dahomey's quota for coffee exports which was increased 
from 2000 to 4000 metric tons. Peanut exports rose in 1971 
as a result of a special agreement with Japan. However, 
they are expected to fall in 1972 because the contract with 
Japan was not renewed. 


During 1971, Dahomey's industrial sector also showed progress. 
Dahomey's most important and largest industries are tied to 

the processing of palm products and cotton. These received 

the bulk of investment directed to the industrial sector 

during the year. Palm product processing has increased over 

25 percent during the last three years. Several small and 
medium sized industries were begun during 1971. These included 
a clinker plant, a car assembly plant, a bicycle plant, a shoe 
factory and a brewery. All of them contributed to broadening 
Dahomey's small industrial base. 


Notwithstanding economic gains made during 1971, serious 
economic problems continue to limit the rate of growth. The 
high birth rate (2.8 percent) continued to outstrip progress 
made in the economy. The cost of living remained high, 
particularly in urban areas, where it is estimated it increased 
by four percent between 1970 and 1971. Wages on the other 

hand remained low, especially in the public sector which employs 
the largest proportion of wage earners. Unemployment and under- 
employment also continue to be a serious drag on growth. It 

is estimated that there are 15,000 unemployed workers in the 
country's main urban centers. The continued influx of students 
and workers from the rural areas aggravates what is already 

a serious problem. In an attempt to cope with unemployment, 
3000 new jobs are being created each year with nearly 2000 of 
them in the Civil Service. This expedient adds further to the 
over-all economic burden by increasing public spending on 
non-productive workers and increased the already heavy drain 

on the regular budget virtually eliminating budget surpluses 
which could be transferred to capital account. In an effort 

to come to grips with the problem of unemployment and to limit 
the influx into urban areas, the Dahomean government is trying 
to create more processing industries, particularly in the rural 
areas where the raw products are produced. Although some 

new jobs are expected to be created in the industrial and mining 
sectors in 1971-1972, it is not believed they will substantially 
reduce Over-all numbers of unemployed as the numbers of school 
leavers will more than offset the numbers of jobs created. 








Inflation is also expected to continue. Though government 
programs to increase production of corn and other cereals 
for local consumption are being imfplemented, shortages of 
these products are expected to occur in 1972 as they did in 
1971. Increases in food prices therefore are inevitable 

as long as retail prices are not controlled by government. 


GRD revenue increased in 1971. Increased taxes on inter- 
national trade and changes in Dahomey's tax structure were 
primarily responsible for this improvement. Increases in 
domestic savings and in private investment in 1971 were 
negligible. As in the past, Dahomey was forced to rely on 
foreign assistance for the bulk of its capital formation. 

Most of this assistance comes from France and the EEC countries. 
Since this is the case, sales of U.S. capital goods in Dahomey 
remain severely handicapped as purchase of equipment from 
donor countries is usually made a condition to assistance 
agreements. However, in early 1972 Dahomey revised its 
investment code and included in it special benefits for 
Dahomeans investing in the local economy. If the GRD is 
successful in expanding domestic participation in development, 
the possibility of U.S. goods being bought may increase. 


CREDIT 


As Dahomey's economy improved over the last three years, so 

did its fiscal and credit performance. Though no reliable 
statistics are yet available on domestic savings, indications 
are that savings rose somewhat above the very low levels noted 
in 1969 and 1970. Nonetheless, little private money has been 
directed into major investment. Although the GRD registered 
budgetary surpluses in 1971, public funds were mainly used to 
pay off foreign and local debts to banks and to the development 
companies with very little of it being left for investment. 


The modest economic success achieved in 1970 and 1971 is 
expected to be reversed in 1972 as world prices for Dahomey's 
exports decline and unofficial border trade between Dahomey 
and Nigeria falls off. A large budget deficit has been 
projected for 1972 anticipating a decline in revenue and 

an expected increase in expenditures. Already low, domestic 
savings will decrease to levels lower than in 1971. The 
government, however, is aware of the absolute necessity to 
develop domestic capital sources, both private and public, 

to finance investment. In this regard, the Dahomean government 
has encouraged the formulation of programs to reform and 
expand existing specialized financing agencies with the view 
toward mobilizing private savings. 


a 





FOREIGN TRADE 


Dahomey's trade statistics improved considerably between 

1969 and 1971. Over the last three years Dahomey's exports 
increased at the rate of 27 percent annually. In 1971 

alone exports accounted for $44 million US, an increase of 

$12 million US over the previous year. Imports also increased, 
but at a slower rate than exports (est. 20 percent average 
annual rate). Despite some improvement in her balance of 
trade, Dahomey's deficit remained sizeable--roughly $34 
million US. 


Dahomey's improved export performance can be attributed to 
more favorable world prices for her primary production and to 
growth in production and diversification of export crops. 

In 1969, palm products accounted for 40 percent of Dahomey's 
exports by value. In 1971 they accounted for only one-third. 
Cotton exports in 1971 accounted for 22 percent in value, 

an increase of seven percent above 1969 levels. Cocoa exports 
reached 24 percent of Dahomey's exports by value in 1971 
increasing their share of Dahomey's total exports by seven 
percent. Though world prices dropped in 1971 for Dahomey's 
exports, the price decline was compensated by an increase 

in volume of exports. It is expected that cocoa exports in 
future years will decline as Dahomey and Nigeria further 
normalize their relations and control of cross border smuggling 
becomes more effective. Cotton exports will probably increase 
as More investment funds are directed into that industry. 
However, palm products, for the foreseeable future, are likely 
to remain Dahomey's chief export product. Government programs 
are being implemented to increase production of corn and rice 
with an eye toward local consumption and exportation. 


Since Dahomey has few exploitable natural resources, major 
emphasis is being placed on the growing and processing of 
agricultural products for the world market. Events during 1971 
Seem to indicate that Dahomey is beginning to formulate programs 
which will better utilize her comparatively well-educated 
population. 


France, and to a lesser extent the other European Community 
countries, is Dahomey's most important trading partner. However, 
Dahomey is actively seeking other markets. In early 1972, she 
bought over 80 Ford trucks from Great Britain at a cost of 

$1.5 million. Nonetheless, the French guarantee of free 
convertibility between the French franc and the CFA franc, 








France's long cultural and historic ties with Dahomey, her 
predominance in the commercial sphere through the Yaounde 
Convention and her large economic assistance program combine 
to perpetuate Dahomean dependence on the former metropole. 
Dahomey's tariff structure also encourages trade with France 
and with other Common Market countries. Products originating 
from outside the EEC face higher import duties. 


BALANCE OF PAYMENTS 


Between 1969 and 1971, Dahomey's balance of payments improved 
considerably. In 1969, Dahomey had a balance of payment | 
deficit of $2.1 million US. In 1970, this deficit was reversed 

to a surplus of $7.1 million US, and in 1971, Dahomey registered 

a surplus in its balance of payments of $9.2 million US. The 

most important factor contributing to these surpluses was the 
improvement in the chronically deficit balance of trade. In 

1970 exports increased by 20 percent and imports increased 

by only nine percent. This trend has continued up to this 

year but at a less favorable relationship between exports 

and imports. Nonetheless, this erosion in the trade balance 

this year has been more than offset by increased inflow of 

foreign assistance. Another factor contributing to the surplus 

balance of payments has been a substantial reduction in the 

large payments for services from overseas, 


INVESTMENT OPPORTUNITIES 


The Dahomean government has begun an active campaign to 
attract foreign investment to Dahomey from other than tradi- 
tional sources. During 1971, various government officials 
traveled throughout Europe and the United States speaking to 
businessmen and trying to sell the idea of investing in Dahomey. 
In early 1972, the Dahomean government issued a revised 
investment code which embodies the same liberal benefits 

and tax concessions found in the previous code but adding a 
new dimension: it has targeted certain sectors of the economy 
as priority areas for foreign investment. TheSe Sectors are 
tourism, mining, fishing, forestry and related industries, 
energy production, public works and the processing of agri- 
cultural products for local consumption and export. The 

GRD is interested in having foreign investment that will 
contribute to Dahomey's economic development through increased 
employment of Dahomean workers, maximum exploitation of local 
natural resources, reduction of imports and an increase in 
exports. In addition to its liberal investment code, Dahomey 
also offers the potential investor a large pool of relatively 
skilled and well-educated manpower and an improved and expanded 
port facility. 





The GRD's campaign to increase investment in Dahomey appears 
to have begun generating some interest. During 1971 several 
American businessmen visited Dahomey to explore investment 
opportunities in the areas of tourism, peanut processing, 
cotton industry, soft beverages, fishing and communication 
systems. Most recently, American businessmen made inquiries 
about Dahomey's fledgling cement industry. 


Of all sectors for investment, tourism would appear to be 
among the most promising. Dahomey has beautiful, long 
beaches, a still unspoiled wildlife reserve, and several 
small but interesting museums. Dahomey's position on the 
coast road between Nigeria on one side and Togo and Ghana on 
the other brings Dahomey an increasing flow of visitors, 

and this trade should further expand as the road conditions 


improve. Because of Dahomey's reputation for hospitality, 


its rich cultural heritage and historical ties with the 
Americas, the number of U.S. tourists visiting Dahomey has 
steadily increased over the last three years. As an 

indication of outside interest in Dahomey's tourist potential, 
an American hotel chain is considering building an international 
class hotel in Cotonou. 


IMPLICATIONS FOR THE U.S. 


Prospects for American firms to increase sales of capital goods 
in Dahomey, though still limited, have increased over the 

last three years. This change is induced by Dahomey's wish 

to reduce its traditional reliance on France. As a result, 

it has sought different markets and sources of supply. 


As previously stated, foreign investment is also being encouraged 
with major emphasis on industrialization of Dahomey's agri- 
cultural sectors. Textile and processing machinery for 
agricultural products present the most promising market for 

the sale of U.S. capital goods. Development plans call for 

the building of various small refining and processing complexes 
for Dahomey's products with a view towards local consumption 
and eventual export to neighboring countries. Currently, 
Dahomey's small cotton and textile industries are expanding 
and could present profitable possibilities for interested 

U.S. firms. 


Another likely market is in kitchen equipment and air condi- 
tioning for Dahomey's tourist hotels. Also, with development 
emphasis being placed on up-grading and modernizing Dahomey's 
medical facilities, American firms involved in laboratory, 
pharmacutical supplies and medical equipment might find 


* 
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markets in this area. The GRD is also placing priority 
emphasis on improving and modernizing Dahomey's communication 
and telephone systems. Although equipment purchases are 
likely to be tied to foreign assistance donor country pro- 
curement, American firms might find some opportunities in 
this field. With its emphasis on developing agriculture, 
Dahomey should be a growing market for light agricultural 
machinery and for vehicles. In early 1972 the GRD bought 
eighty English Ford two-ton trucks which are now being used 
in the agricultural sector. 


Despite what appears to be a modest opening of Dahomey's 
markets to U.S. sales, American firms will still be con- 
fronted with the lack of credit facilities in Dahomey and 
possible strong resistance from European competitors that 
have cornered the markets by preferential treatment accorded 
them under the Yaounde Convention. Given theSe circumstances, 
u.S. firms will have to show aggressiveness and imagination 
to compete successfully in Dahomey's markets. Further, it 
should be noted that sale of U.S. capital goods in Dahomey 
is likely to be tied to investment. The chief obstacle to 
the sale of U.S. goods in Dahomey continues to be the 
predominance of France and Other EEC countries in Dahomey's 
markets. 


The likelihood of sales of U.S. consumer goods also appears 

to have modestly increased. American goods, with their 
reputation for reliability, uniqueness and durability enjoy 
popularity in Dahomean markets when available. In fact, 

there are even cases where Dahomeans have been willing to 

pay higher prices for an American product. However, the 
problem of servicing and repairing American products continues 
to be an inhibiting factor in sales. There are practically 

no facilities in Dahomey capable or willing to provide such 
service. The biggest single problem is a reluctance to stock 


spare parts and the lack of dealer organizations for American 
products. If American consumer goods are to make headway in 
French speaking African markets, they must assure adequate 


servicing, tailor their products to the particular needs and 


customs of the local market and print advertising and 
directions in French. 


1971-1972 INTERIM DEVELOPMENT PLAN 


Dahomey's interim development plan for 1971-72, published in 
February 1972, is designed to bridge the period between the 
1966-70 plan and the projected 1973-75 plan. Through the 
interim plan, the GRD hopes to finish programs and projects 


uncompleted between 1966-70 and begin projects programmed 
for 1973-75. The plan's main emphasis is on economic 
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development through further crop diversification and the 
establishment of agro-industries. It calls for increased 
production in the area of the two principal cash crops, cotton 
and palm products. In addition, cultivation of corn, rice, 
manioc, peanuts, cashews, and fruits will also be encouraged. 


Cotton cultivation is to be concentrated in the Zou, Borgou, 
Mono and Oueme Departments. By 197, Dahomey expects to 
produce over 88,000 tons cotton per year. In the production 
of palm products, the plan calls for continued maintenance 

and development of the existing plantations and the further 
development of two new plantations at Ouidah and Sakete. 
Concerning cashew production, the plan calls for adding 10,000 
hectares to the 9,372 hectares presently under cultivation. 
Cashew production will be concentrated in the Zou, Borgou and 
‘Atacora Departments. By 1974, the government expects to 
produce more than 877 tons of cashews per year. The European 
Community is expected to provide most of the investment for 
this project. In keeping with the government's goal to 
increase food crops for local consumption, the plan envisages 
the creation of family gardens, cooperatives and truck farming. 
The gardens are to raise tomatoes, green leafy vegetables, 
okra and fruits. By December 1974, government expects to have 
over 4,000 market gardening operations active in Dahomey. To 
assist in achieving the Plan's agricultural goals, CARDERS 
(Cooperatives Agricole de Developpement Rurale) have been 
created in several of Dahomey's departments. 


In the industrial sector, the plan outlines several policy 
initiatives to be taken during the interim plan years aimed at 
furthering Dahomey's industrialization. These would include: 
realigning priorities, streamlining administrative operations 
and reforming the investment code. (The new investment code 
was published in January 1972.) The government has designated 
certain sectors of the economy as priority areas for industrial- 
ization. One of these areas is Dahomey's fledgling textile 
industry. A cotton gin is scheduled to be installed at 
Danikoura by the end of 1972. This new factory will have a 
capacity of six to seven thousand tons of cotton per year. 
Another cotton gin is to be located at Dossa-Zoume and have a 


capacity of 10,000 to 15,000 tons per year. In Cotonou, SODATEX 


(Societe Dahomeenne de Textile) will install a weaving mill 
for the manufactoring of bedding for export. SODATEX's annual 
production is expected to be 1,425 tons of unbleached material. 


SODATEX will invest 1.6 billion CFA in the project. At Parakou, 





IDATEX (Industrie Dahomeenne de Textile) will install a 
cotton complex which will treat 3,665 tons of cotton 
fiber per year. Production will be for export. It 
will be financed through long term loans and private 
investment. 


With regard to the palm products industry, the palm plant 
at Gbada is to be enlarged and the two palm oil mills to 

be built at Agonvy and Grand Hinvi at a cost of 800 million 
CFA ($3.4 million US) will have the capacity to process 

16 tons of palm fruit per hour or 24,250 tons per year. 
Combined production of the two latter plants is expected to 
be 7,800 tons of palm oil and 2,210 tons of kernel oil per 
year. The financing for these two plants is being provided 
by a twenty year loan from FED. 


The Plan calls for the construction of a peanut/cotton oil 
factory at Bohicon. It is expected to cost in the neighbor- 
hood of 128 million CFA and to produce 12,278 tons of oil 


per year. A cashew shelling plant at Parakou is also 
projected for early 1972. Capacity of the plant will be 600 
tons per year at the beginning with an ultimate capacity 

of 1,200 tons per year. Cost of the installation will be 

44 million CFA with financing by FED. Plans are also underway 
for a tomato paste plant with production for local consumption 
and export. It is estimated that the factory will have 

a capacity for processing 3,500 to 4,000 tons of tomatoes 

a year. It is to be financed by private investment. Other 
projected developments are the construction of factories to 
produce cigarettes, matches, soap and plastic. The soap 
factory will be a private and governmental investment to 
include European interests. The plastics factory will be 

an entirely private investment. 


In the area of tourism, the Plan calls for the construction 
of a 50 double unit tourist village in Cotonou with a swimming 
pool and restaurant. The village is expected to receive 520 
tourists a month and the cost of its construction will be 

90 million CFA. Investment will come from private sources. 
Another venture is to equip a 60 room hotel near the lagoon 

in Porto Novo at & cost of 77 million CFA. Several studies 
are underway on hotels in Cotonou and Banikoara. Total costs 
for these tourist projects is estimated to be 280 million CFA, 
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